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POR ASSISTANT SECRETARY KATZ PROM HORMATS 
PARIS ALSO POR USOECD 

E.O. 1 1652: GDS 
TAGS: EPIN.EAID 

SUBJECT: SECOND DAY OP GENEVA INPORMAL MEETING ON COMMON 
PUND 

1 . THE SECOND DAY BEGAN WITH COREA UNDERLINING HIS 
"SUPPOSITION" THAT AGREEMENT ON A CF WOULD REQUIRE THAT 
IT HAVE CAPACITY TO PINANCE OTHER MEASURES. THERE WERE 
TWO ISSUES: THE SOURCE OP PINANCING POR, AND THE MODA- 
LITIES OP, THE SECOND WINDOW (SW). TO BE EPFECTIVE, IT 
SHOULD HAVE PUNDS AT THE OUTSET. IN PACT, SOME COUNTRIES 
HAVE ALREADY PLEDGED AMOUNTS TO THE CP. THESE ARE LIKELY 
TO EXCEED ASSESSED CONTRIBUTIONS, AND THE EXCESS COULD 
GO TO SW. 
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2. ALATAS ADDED THAT WITH THE EXPLICIT EXCEPTION OP THE 
U.S., G-77 PELT GRADUAL MOVEMENT TOWARD ACCEPTANCE OP 
PW MADE AT LAST MEETING, IP SEVERAL CONDITIONS (E.G., 

PUNDS LIMITED AND SMALL, VOLUNTARY CONTRIBUTIONS ONLY, 

CLEAR DEPINITION OP WHAT CONSTITUTES OM, PINANCING ONLY 
OP PROJECTS AGREED BY PRODUCERS AND CONSUMERS IN ICA'S, 

NO DUPLICATION WITH OTHER INSTITUTIONS, PROJECTS WITH 
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A COMMODITY FOCUS) WERE MET. 

3. ALATAS ADDED THAT G-33 DISCUSSED THESE SUGGESTED 
CONDITIONS TO DETERMINE THEIR IMPLICATIONS. THEY AGREED 
THAT SW SHOULD BE SMALL AND LIMITED, WITH THE SIZE 
EEFECTIVE EOR ACHIEVING THE PURPOSE, AND REFLECTING A 
CORRECT BALANCE BETWEEN THE FIRST AND SECOND WINDOW. 
VOLUNTARY CONTRIBUTIONS, HOWEVER, WERE DIFFERENT FROM G-77 
CONCEPT, WHICH REQUIRES A CERTAIN AMOUNT OF DIRECTLY PLEDGED 
FUNDS; BUT THEY WOULD ALSO ACCEPT VOLUNTARY CONTRIBUTIONS, 
AND WANTED TRANSFER TO SW OF INCOME ACCRUING FROM THE 
FIRST WINDOW. ON DEFINITION, THIS SHOULD NOT BE TOO 
EXPLICIT AT THE OUTSET; BUT SW SHOULD RETAIN FLEXIBILITY 

TO FINANCE OTHER MEASURES AGREED TO BY CONSUMERS AND PRO- 
DUCERS IN ICA'S. ICA'S SHOULD NOT BE DEFINED TOO STRICTLY. 

THE G-77 AGREED WITH AVOIDANCE OF DUPLICATION AND 
FINANCING ONLY OF PROJECTS WITH A COMMODITY FOCUS. IT 
BELIEVES THAT IN SOME CASES WS COULD COFINANCE WITH lEI'S. 

4. RUSSELL (EC) ADDED THE CONDITION THAT SW SHOULD NOT 
BE AN OPERATING ENTITY, AND THUS SHOULD NOT DESIGN OR 
MANAGE PROJECTS. FROMENT-MEURICE STATED THAT ALATAS 
HAD WELL UNDERSTOOD VIEWS OF THOSE COUNTRIES WHO ACCEPT 
OTHER MEASURES IN PRINCIPLE. HOWEVER, ON SOURCES FRANCE 
CAN AGREE ONLY TO VOLUNTARY CONTRIBUTIONS. ALATAS INTER- 
JECTED THAT PERHAPS THERE COULD BE A MINIMUM TARGET TO 
CONFIDENTIAL 
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BE FULFILLED BY ALL. FROMENT-MEURICE CONTINUED THAT HE 
ALSO SAW DIFEICULTY IN THE THIRD SOURCE-THERE SHOULD BE 
NO CONNECTION BETWEEN THE FIRST AND SECOND WINDOWS; SHIFTS 
CAUSED HIM GREAT DIEFICULTY. HE AGREED THAT THE DEFINI- 
TION OF ICA'S SHOULD NOT BE TOO STRICT, BUT WE SHOULD 
LIMIT WHAT THEY CAN ASK BE FINANCED UNDER OTHER MEASURES, 
AND NOT LEAVE IT ENTIRELY TO ICA'S. HE AGREED WITH 
RUSSELL'S POINT ON DESIRABILITY OE NON-OPERATIONAL SW. 

WITH RESPECT TO FUNCTIONS, HE ARGUED THAT DIVERSIEICATION 
WOULD BE ACCEPTABLE SO LONG AS IT WAS HORIZONTAL (INTO 
ANOTHER PRODUCT) RATHER THAN VERTICAL (INTO INCREASED 
PROCESSING). 

5. MACIEL STRESSED THAT SW SHOULD CLOSELY EXAMINE CON- 
DITIONS UNDER WHICH IT PROVIDES LOANS FOR OTHER MEASURES. 
FROMENT-MEURICE ARGUED THAT IT SHOULD NOT BE LEFT 
ENTIRELY TO THE CF'S DISCRETION. MULIRO NOTED THAT THE 
G-33 VIEWS EXPRESSED BY ALATAS WERE NEWS TO HIM AND THAT 
HE DID NOT UNDERSTAND HOW SW WOULD OPERATE IN LIGHT OF 
CONDITIONS RAISED IN DISCUSSION, ESPECIALLY THE "NON- 
OPERATIONAL" PROVISION, AND PARAGRAPH 8 OF PAPER WITH RES- 
PECT TO COORDINATING ROLES. COREA QUICKLY INTERJECTED 
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THAT ORIGINALLY GROUP B HAD OPPOSED SW WITH FINANCING 
ROLE, BUT HAD AGREED TO COORDINATING ROLE. THIS PARA- 
GRAPH 8 WAS INCLUDED IN ADDITION TO THE FINANCING ROLE 
WHICH G-77 WANTED. MATTAR SPOKE TO "NON-OPERATIONAL" 
POINT BY SUGGESTING THAT SW WOULD NOT ORIGINATE PROJECTS 
BUT ONLY COORDINATE, FINANCE, AND COFINANCE. RUSSELL 
SAID HE DEFINED IT DIFFERENTEY-THAT IFI'S AND ICA'S 
WOULD BE RESPONSIBLE FOR MANAGING THE PROJECTS. CF 
WOULD THUS NEED ONEY A SMALL STAFF. 

6. STEELE SAID HE SHARED VIEWS OF FROMENT-MEURICE EXCEPT 
THAT HE WOULD NOT DRAW AS SHARP A DISTINCTION BETWEEN 
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VERTICAL AND HORIZONTAL DIVERSIFICATION. HE ALSO FELT 
NEED TO HAVE A CLEARER DEFINITION OF WHAT SW WOULD DO IN 
AREA OF OM. IF IT IS OPENENDED, IT WILL NOT SATISFY 
TREASURIES OR ECONOMICS MINISTRIES BECAUSE OF PRESSURE 
FOR MORE MONEY. ALSO THE DEFINITION NEEDS TO BE CLEARER 
TO OBTAIN FUNDS FROM DEVELOPMENT MINISTRIES, WHICH MUST 
SATISFY POLITICAL CRITERIA LAID DOWN IN THEIR MANDATES. 
UNDER 93(IV) THERE WAS A RANGE OF OTHER MEASURES, BUT 
THIS LIST NEEDS TO BE CUT DOWN. DICK COOPER SUGGESTED 
SOME POSSIBLE OBJECTIVES INCEUDING: MARKET RESEARCH, 
PRODUCTIVITY IMPROVEMENT, PRODUCT IMPROVEMENT. ALSO WE 
NEED TO KNOW WHAT DIVERSIFICATION MEANS. IT COULD MEAN 
ANYTHING FROM FEASIBILITY STUDIES, TO PILOT PLANTS, TO 
FACTORIES. 
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7. ALATAS SAID FROMENT-MEURICE HAD MADE AN IMPORTANT 
POINT ABOUT DISTINCTION BETWEEN FIRST AND SECOND WINDOWS. 
G-77 AND GROUP B AGREE THAT OPERATION OE TWO DIEEERS, 

AND NATURE OE EINANCING IS ALSO DIEFERENT. SW SHOULD 
NOT IMPAIR VIABILITY OF FIRST WINDOW. BUT WE ARE NOT 
CONEIDENTIAL 
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THINKING OE COMPLETE SEPARATION OP THE TWO PUNDS. ALL 
COUNTRIES OUGHT TO BE SITTING ON BOTH WINDOWS. THERE 
WOULD BE DIPPERENT OPERATIONS, DIFPERENT SOURCES, BUT ONE 
INSTITUTION. ON DEPINITION POINT, THERE COULD BE GUIDE- 
LINES WITHOUT TELLING ICA'S WHAT TO DO. AND WE CAN 
NARROW DOWN LIST IN 93(IV) TO, POR INSTANCE, ELIMINATE 
COMPENSATORY FINANCING. BUT MANDATE OP SW SHOULD NOT BE 
TOO LIMITED OR WILL CRAMP ITS STYLE. LIST SHOULD BE 
INDICATIVE WITHOUT BLOCKING PURTHER GROWTH IN FUTURE. 

ALL OM SHOULD EMANATE PROM ICA'S; IP WE INTERPRET DEPI- 
NITION OP ICA WIDE ENOUGH, THIS WILL BE PLEXIBLE ANSWER. 

LET US LEAVE THE JUDGMENT TO ICA'S. THESE SHOULD BE 
BROADLY DEPINED TO INCLUDE TIN, SUGAR, COPPEE, AND COCOA 
AGREEMENTS, PLUS NEW ONES OP THIS TYPE, PLUS INTER- 
NATIONAL CONSUMER/PRODUCER GROUPS ON BANANAS, HARD 
FIBERS, JUTE, MEAT, ETC., THE INTERNATIONAL RUBBER 
STUDY GROUP, INTERNATIONAL COPFEE ADVISORY COMMITTEE, 
ETC. HE AGREED WITH STEELE ON BETTER UNDERSTANDING OF 
DIVERSIFICATION. 

8. FROMENT-MEURICE AGAIN PICKED UP SEPARATION ISSUE, 
STRESSING THAT WHILE OBVIOUSLY TWO WINDOWS WERE PART OF 
ONE INSTITUTION, HIS POINT WAS THAT INCOME FROM FIRST 
WINDOW SHOULD NOT BE TRANSPERRED TO SECOND. THIS WOULD 
WEAKEN ATTRACTIVENESS OP FIRST WINDOW. MUEI J.ER-THIINS 
STATED THAT THIS WAS A CRUCIAL POINT. HE WENT ALONG WITH 
PROMENT-MEURICE AND STEELE ON MOST POINTS. SEPARATION 
WAS PARTICULARLY IMPORTANT IN THAT INCOME FROM FIRST 
WINDOW SHOULD BE USED TO REINFORCE THAT WINDOW. ALSO 
DEPINITION OP OM TOO VAGUE. PARAGRAPH 8 ON COORDINATION 
WAS APPEALING TO THE ERG. 

9. ALATAS RETURNED TO THE EINANCING ISSUE. HE UNDERSTOOD 
CONEIDENTIAL 
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GROUP B CONTEMPLATES VOLUNTARY EINANCING, ALTHOUGH HE 
RECOGNIZED THAT THE U.S. HAS DIPPICULTIES EVEN WITH THIS. 

HE ASKED WHETHER ERG ALSO HAD DIFPICULTIES WITH OTHER 
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MEASURES FINANCED BY SW THROUGH VOLUNTARY CONTRIBUTIONS. 
WOULD IT OPPOSE SW WITH VOLUNTARY CONTRIBUTION? MUELLER- 
THUNS QUESTIONED WHAT VOLUNTARY MEANT. ALATAS RESPONDED 
THAT HE COULD NOT ACCEPT VOLUNTARY AS SOLE SOURCE. 

MUELLER -THI INS RESERVED HIS POSITION, AND STRESSED AGAIN 
IMPORTANCE OF PARA 8 AND AVOIDANCE OF DUPLICATION OF WORK 
OF IFI'S. 

10. COREA NOTED THAT WORLD BANK DID NOT HAVE A COMMODITY 
FOCUS AND STRESSED THAT ITS COUNTRY-BY-COUNTRY FOCUS 
DIVERTED IT FROM ACROSS-THE-BOARD COMMODITY-EOCUSED 
PROJECTS. I INTERJECTED THAT WE HAD EXAMINED THIS POINT 
AND THAT WHILE THE WORLD BANK INDEED RESPONDS TO NATIONAL 
REQUESTS FOR PROJECTS, IT CONSULTS ICA BEEORE FINANCING 
PROJECTS IN A COMMODITY FOR WHICH AN ICA EXISTS. 

HOWEVER, PARA. 8 ENVISAGES 
A NON-DUPLICATIVE ROLE BY PULLING TOGETHER 
POTENTIAL SOURCES OF FINANCING FOR OM AND FOCUSING ON 
CROSS-BORDER COMMODITY PROBLEMS WHERE THEY EXIST. IT 
DID NOT, HOWEVER, REQUIRE A FINANCIAL CAPACITY TO DO 
THIS. A FOCUS ENVISAGED IN PARA. 8 COULD HELP IT CO- 
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ORDINATE INSTITUTIONS WHICH DID HAVE APPROPRIATE 
FINANCIAL CAPACITY. 

11. HUSLID (NORWAY) STRESSED HIS VIEW THAT WITHOUT SW 
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THERE COULD NOT BE CF. THERE WAS A STRONG INTER- 
RELATIONSHIP. SW WOULD ENABLE CF TO HAVE A FUNDAMENTAL 
EFFECT ON NEGOTIATIONS OF A NUMBER OF COMMODITIES. 
VOLUNTARY CONTRIBUTIONS WERE NOT SUFFICIENT TO MAKE IT 
VIABLE. COREA SECONDED THIS POINT AND ASKED WHETHER 
U.S. WOULD REFUSE TO JOIN CF IF THERE WERE SW, AND IF 
U.S. WOULD JOIN AN ICA IF U.S. NOT MEMBER OF CF BUT ICA 
RECEIVED CF FINANCING. I RESPONDED THAT I HOPED THESE 
WERE NOT CHOICES WE WOULD NEED TO MAKE OR WOULD BE 
FORCED TO MAKE. I WAS NOT PREPARED AT THIS POINT TO TAKE 
THE POSITION THAT UNDER NO CIRCUMSTANCES COULD THE U.S. 
JOIN A CF WITH AN SW OR AN ICA WHICH WAS MEMBER OF A 
CF OF WHICH WE WERE NOT A MEMBER. BUT, TO REPEAT, WE 
WERE YET TO BE CONVINCED THAT SW WAS NECESSARY. 

12. COREA AND MCINTYRE AGREED WITH ONE ANOTHER THAT THE 
CONFIDENTIAL 
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WORLD BANK WAS NOT SUFFICIENTLY COMMODITY SENSITIVE. 
CONTRARY TO MY ASSERTION, THEY SAID, IT DID NOT CONSULT 
WITH ICA'S IN DECIDING TO MAKE COMMODITY-RELATED LOANS. 
FINANCING ROLE WOULD ALSO DIFFER IN THAT NATIONAL 
PRESSURES WOULD BE FILTERED THROUGH ICA, THUS ELIMINATING 
PROJECTS WHICH HARMED OTHER PRODUCERS. AND SW COULD 
FINANCE PROJECTS IN DCS WHICH HELPED LDC COMMODITIES. 
HILTON AND I RETURNED TO THE DEFINITIONAL POINT AND THE 
PROBABILITY OF DUPLICATION. I STRESSED THAT UNLESS IT 
IS CLEAR THERE IS NO DUPLICATION, SW WILL BE IMPOSSIBLE 
TO JUSTIFY AND THAT G-77 AND UNCTAD SECRETARIAT MIGHT 
FOCUS ON THIS POINT RATHER THAN SUGGESTING THAT ICA'S 
DEFINE WHICH OM THEY WANT SW TO FINANCE. I FELT G-77 
WAS MISSING AN OPPORTUNITY TO HAVE CF DO SOMETHING 
POSITIVE AND UNIQUE IN THE AREA OF COORDINATION, FOR 
WHICH IT DID NOT NEED SW. MCINTYRE'S IDEAS ON R & D 
AND COORDINATION MIGHT, FOR INSTANCE, BE FURTHER EXPLORED. 

13. FROMENT-MEURICE TOOK UP HIS EARLIER POINTS ABOUT 

AN INDICATIVE LIST OF THE TYPES OF THINGS SW MIGHT FINANCE, 
AND EXPRESSED CONCERN AT VAGUENESS OF PARAS 6 AND 7. 

HE SUGGESTED THAT THERE BE GREATER CLARITY ABOUT THE 
SCOPE AND NATURE OF SW. HE ASKED ALSO WHETHER, REFERRING 
TO EARLIER COREA REMARK, THOSE COUNTRIES WHICH HAD 
PLEDGED FUNDS TO CF WOULD ALLOW PART OF THEM-THE EXCESS 
OVER ASSESSED SHARES-TO GO TO SW. BRILLANTES WAS VAGUE 
ON THIS POINT WITH RESPECT TO THE PHILIPPINES' PLEDGE 
OF $50 MILLION, AS WAS HUSLID REGARDING NORWAY'S PLEDGE. 
SEKULIC (YUGOSLAVIA) QUESTIONED FURTHER HOW TARGET 
FIGURES WOULD BE MET. PG ANTICIPATED A NUMBER OF OTHER 
DCS WOULD BE PUTTING FORWARD SIGNIFICANT CONTRIBUTIONS. 
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THE OPEC FUND WOULD ALSO CONTRIBUTE A SIZABLE AMOUNT TO 
GET CF OFF THE GROUND. I ASKED WHETHER THIS WAS NEW MONEY 
OR WOULD BE TAKEN OUT OF THE PRESENT LEVEL. PG SAID THE 
LATTER BUT, OF COURSE, THE FUND COULD BE RENEWED. ALATAS 
FURTHER ELABORATED, INDICATING THAT A CERTAIN AMOUNT OF 
THE OPEC FUND WOULD BE USED TO CONTRIBUTE TO CF TO MEET 
CONTRIBUTION OF OPEC MEMBERS UNDER WHATEVER FORMULA 
WOULD BE AGREED ON. BUT, HE SAID, NUMBER WOULD BE SMALL 
AND OPEC IS THINKING OF A LARGER FIGURE. I ASKED WAS 
THIS THEN NOT MERELY TAKING MONEY ALREADY SET ASIDE FOR 
LDC'S AND SIMPLY CHANNELING IT TO A DIFFERENT PURPOSE, OR 
WAS I MISTAKEN? ALATAS ADMITTED THE FORMER, BUT SAID THE 
FUND COULD BE REPLENISHED AGAIN. 

14. ALATAS CONTINUED BY ASKING GROUP B COUNTRIES WHAT 
THEY MEANT BY VOLUNTARY CONTRIBUTIONS. WOULD THIS 
INCLUDE CONCEPT OF A MINIMUM TARGET? COULD GROUP B 
AGREE THAT SW SHOULD HAVE BOTH A COORDINATING AND 
FINANCING ROLE? SHOULD WE NOT NOW PROCEED FROM PREMISE 
THAT THERE WILL BE AN SW? IF ANSWER HERE AFFIRMATIVE, 
CONFIDENTIAL 
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THEN CF NEEDS PLEDGES SO SW IS NOT LEFT UP IN THE AIR. 
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IF WE AGREE IN PRINCIPLE, WE CAN WORK OUT SCOPE, SIZE, 

AND MODALITIES. FROMENT-MEURICE SAID HE AGREED WITH 
HUSLID THAT WITHOUT SW THERE WOULD BE NO CF, BUT ASKED 
WHETHER THIS WAS A ONE-TIME SW, OR WILL THERE BE PERIODIC 
REPLENISHMENTS? COREA REPLIED THAT THIS WOULD NOT BE A 
ONCE-AND-FOR-ALL CONTRIBUTION BUT SW WOULD BE "OPEN FOR 
ADDITIONAL CONTRIBUTIONS." 

15. KLINCKENBERGH (NETHERLANDS) AGREED THAT WITHOUT 
SW WOULD BE NO CE, BUT INDICATED CONCERN ABOUT OPEN- 
ENDEDNESS OF SW. HE COULD NOT ACCEPT THIS IDEA AND SAW 

SW MORE AS HAVING A REVOLVING CHARACTER. WE SHOULD COME 
TO GRIPS WITH ISSUE OF SCOPE AND DEFINITION-E.G., SHOULD 
THERE BE A NEGATIVE OR POSITIVE LIST OF ACTIVITIES IT 
CAN FINANCE. THE AMOUNT OF MONEY IS NOT THAT IMPORTANT. 
MUELLER -THT INS QUESTIONED HOW ASSESSED AND VOLUNTARY 
CONTRIBUTIONS FIT TOGETHER. HE STATED THAT PARA. 23 WAS 
NOT HIS FAVORITE AND THAT HE WAS UNEASY ABOUT PARA. 9. 

I ADDED THAT I SHARED DOUBTS OF KLINCKENBERGH AND MUELLER - 
THUNS. OUR POSITION HAD BEEN CLEARLY SPELLED OUT IN 
LAST MEETING BY UNDER SECRETARY COOPER, AND I HAD FRANKLY 
NOT HEARD ANYTHING IN LAST TWO DAYS WHICH CONVINCED ME 
THAT I COULD SELL THIS IDEA TO THE U.S. EXECUTIVE BRANCH, 

MUCH LESS THE CONGRESS. THE U.S., LIKE OTHER DEMOCRA- 
CIES, IS CHARACTERIZED BY COMPETING DEMANDS FOR RESOURCES. 
FOREIGN DEMANDS COMPETE WITH A HOST OF DOMESTIC REQUIRE- 
MENTS. WE HAD TO HAVE CONVINCING ARGUMENTS EOR ANY 
REQUEST FOR FINANCIAL RESOURCES EOR AN SW, NO MATTER 
HOW SMALL. IF WE DID NOT HAVE STRONG ARGUMENTS, WE 
WOULD NOT ONLY FAIL TO OBTAIN THE FUNDS BUT OUR CREDI- 
BILITY IN ARGUING FOR BILATERAL AND MULTILATERAL ASSISTANCE 
IN WHICH WE FACE UPHILL BATTLES, WOULD BE SERIOUSLY 
CONFIDENTIAL 
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IMPAIRED. I COULD NOT IN ALL GOOD CONSCIENCE DEFEND AN 
SW WHICH I BELIEVED TO BE DUPLICATIVE OF PRESENT EFEORTS 
AND WAS CONFIDENT THAT OTHER RESPONSIBLE OFFICIALS IN 
USG WOULD FEEL LIKEWISE. IN FACT, ACTUAL HARM TO OUR 
DEVELOPMENT EFFORT AS A RESULT OF SUCH AN ATTEMPT COULD 
RESULT. WE WERE, HOWEVER, WILLING TO CONSIDER A POSITIVE 
NON-EINANCIAL ROLE FOR CF, AND HAD MADE SUGGESTIONS TO 
THIS END. WE WERE QUITE PREPARED TO FINANCE APPROPRI- 
ATE OM IN ICA'S. IF, OF COURSE, CASE COULD BE MADE THAT 
COMMON FUND PERFORMED UNIQUE ROLE WHICH JUSTIFIED 
FINANCING, U.S. WOULD EXAMINE ARGUMENT CAREFULLY. WE 
DO NOT WANT TO BE DOCTRINAIRE ON THIS ISSUE, BUT WE NEED 
TO BE LOGICAL. 

16. FROMENT-MEURICE AND STEELE FOLLOWED BY ASKING FOR 
GREATER SPECIFICITY REGARDING MODALITIES AND STRUCTURE 
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OF SW. STEELE SUGGESTED THAT IN DEFINING ITS SCOPE, 

G-77 WOULD BE MAKING THE CASE. HE PARTICULARLY EMPHA- 
SIZED NEED TO DEMONSTRATE THAT IT WAS FILLING CERTAIN 
GAPS. MACIEL REVEALED EARLIER "MISGIVINGS" ABOUT SW, 

BUT NOW WANTED IT TO COME INTO BEING. A POSITIVE/ 

NEGATIVE LIST EXERCISE WAS IN HIS VIEW A WASTE OE TIME. 

17. COREA THEN TURNED TO THE QUESTION OF A TIMETABLE FOR 
NEXT STEPS AND OF WHETHER A BASIS EXISTS EOR RESUMING 
THE CONEERENCE. HE FIRST QUESTIONED WHETHER THERE WAS 
A NEED FOR FURTHER INEORMAL MEETINGS, INDICATING THAT 
IN ANSWERING WE SHOULD RECOGNIZE THAT THERE WOULD BE AN 
AD HOC COMMITTEE MEETING IN JULY TO WHICH HE WOULD HAVE 
TO REPORT THE STATUS OE DISCUSSIONS AT THAT TIME. IE 
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HE HAD TO REPORT TODAY, HE WOULD NOT BE ABLE TO REELECT 
SIGNIPICANT PROGRESS. THEREFORE, WE SHOULD CONSIDER 
ANOTHER INFORMAL SESSION SO HE CAN GIVE A BETTER REPORT 
TO AD HOC COMMITTEE. HE PURTHER HOPED CF COULD BE 
RESOLVED BEPORE MANILA UNCTAD TO AVOID NEGOTIATIONS 
THERE. 

18. STEELE RESPONDED THAT COREA SHOULD NOT BE TOO 
PESSIMISTIC ABOUT WHAT HE HAD ACHIEVED WITH THIS PAPER. 
HOWEVER, IT SHOULD BE REVISED TO PILL IN GAPS AND TAKE 
DISCUSSION INTO ACCOUNT. WE SHOULD HAVE NEW DRAPT AT 
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LEAST TEN DAYS BEFORE AD HOC COMMITTEE. PERHAPS THE 
FIRST NEGOTIATING SESSION COULD BE IN SEPTEMBER, FOR 
TWO WEEKS, TO DEAL WITH ONE ASPECT OF CF, E.G., THE FIRST 
WINDOW, RATHER THAN ALL ELEMENTS TOGETHER. ANOTHER TWO- 
WEEK MEETING COULD FOLLOW. ALSO NEXT INFORMAL MEETING 
SHOULD DISCUSS VOTING STRUCTURE ON ASSUMPTION OF 
ACCEPTANCE OF SOMETHING LIKE COREA'S IDEA OF WHAT COMMON 
FUND WOULD LOOK LIKE. 

CONFIDENTIAL 
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19. ALATAS UNDERLINED IMPORTANCE OF POSITIVE REPORT TO 

AD HOC COMMITTEE AND ALSO TO UNGA, WHICH HAD GIVEN COREA 
MANDATE TO SEEK BASIS FOR RESUMPTION OF NEGOTIATIONS. GA 
COULD TURN INTO NASTY DEBATE IN ABSENCE OF POSITIVE REPORT. 
THE NEXT PAPER FOR INFORMAL GROUP SHOULD REFLECT DIS- 
CUSSIONS, AND ALSO DISCUSS MODES OF OPERATION, IN PARTI- 
CULAR RELATIONSHIPS BETWEEN CF AND ICA'S. PG HOPED 
WE COULD GET TO END OF ROAD BY END OF YEAR. THERE IS NO 
REAL ALTERNATIVE TO CF, WHICH IS AS IMPORTANT AS THE MTN 
AND ONE OF THE TWO PILLARS OF THE FUTURE INTERNATIONAL 
TRADING SYSTEM. 

20. EROMENT-MEURICE SAID HE WAS ENCOURAGED BY THE 
MEETING BUT WE SHOULD NOT JEOPARDIZE PROGRESS BY MOVING 
TOO RAPIDLY. RATHER, WE SHOULD REFLECT IN OUR CAPITALS 
ON THESE DISCUSSIONS. WE SHOULD NOT HOLD NEXT INFORMAL 
MEETING BEFORE AD HOC COMMITTEE, BUT GIVE COUNTRIES TIME 
TO DIGEST DISCUSSIONS AND FORMULATE POSITIONS. AN 
INFORMAL MEETING IN JULY AND BEGINNING OF CONFERENCE IN 
SEPTEMBER ARE TOO OPTIMISTIC. 

21. COREA HOPED IT WOULD BE POSSIBLE TO HAVE INFORMAL 
GROUP MEET BEFORE JULY 3 TO GIVE HIM TIME TO PREPARE 
POSITIVE REPORT FOR AD HOC COMMITTEE. THE QUESTION 
THERE WOULD BE WHETHER A BASIS EXISTS FOR RESUMPTION OF 
NEGOTIATIONS. HE WOULD LIKE TO REPORT THAT THERE IS 
AGREEMENT TO RESUME NEGOTIATIONS ON BASIS OF SECRETARIAT 
PAPER WITHOUT EXPECTING PRIOR COMMITMENTS BY GOVERNMENTS 
TO PRECISELY WHAT FORMULATION. COMMENTS DURING THIS 
MEETING HAD CONVINCED COREA THAT THIS BASIS DID NOT YET 
EXIST, BUT HE HOPED IT WOULD SOON. 
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CIAE-00 COME-00 EA-IO FRB-03 INR-IO NEA-II 
NSAE-00 ICA-II OPIC-03 SP-02 TRSE-00 LAB-04 
SIL-OI AGRE-00 OMB-OI SS-I5 L-03 /II9W 

I24I70 26I037Z/II 
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TO SECSTATE WASHDC PRIORITY 6812 
INEO AMEMBASSY BONN 
AMEMBASSY LONDON 
AMEMBASSY PARIS 
USMISSION GENEVA 
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22. ALONG WITH OTHERS, I ENCOURAGED COREA TO CONTINUE 
HIS GOOD EPFORTS TO FIND A BASIS FOR RESUMING NEGOTIATIONS 
WHILE POINTING OUT THAT A NUMBER OP POSITIVE ELEMENTS 

OP GROUP B SCHEME HAD NOT BEEN ADEQUATELY CONSIDERED, 

THAT MAJOR AREAS OP UNCTAD PROGRAM LACKED SUFPICIENT 
CLARITY, AND THAT PUND AMENT AL DIPFERENCES NEEDED TO BE 
RESOLVED. U.S. WANTED TO SEE BEST POSSIBLE COMMON FUND- 
ONE WHICH WE COULD EMBRACE ENTHUSIASTICALLY-BUT MUCH 
WORK REMAINED TO BE DONE BEFORE THAT WAS THE CASE. WE 
WANTED TO COOPERATE WITH COREA AND OTHERS TOWARD THIS 
END AND HOPED OUR COMMENTS AND OTHERS' AT THIS MEETING 
WOULD HELP GUIDE COREA TO A SCHEME WHICH ENCOURAGED 
BROAD PARTICIPATION, INCLUDING THE U.S. 

23. COREA RESPONDED THAT HE DID NOT HAVE AS A RESULT 

OP THIS MEETING A BASIS POR CHANGING PAPER SIGNIPICANTLY 
POR NEXT MEETING OF THIS GROUP, BUT COULD CLARIFY A FEW 
ISSUES. I SUGGESTED THAT HE PROVIDE ALTERNATIVE PORMU- 
LATIONS POR ACHIEVING BROADLY AGREED OBJECTIVES. HE 
STATED THAT IN MANY AREAS THAT WOULD BE IMPOSSIBLE TO DO, 

CONPIDENTIAL 
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PAGE 02 BRUSSE 10257 06 OP 06 26I035Z 

POR INSTANCE IN THE AREA OP DIRECT CONTRIBUTIONS. 

24. ALTER MUCH DEBATE, IT WAS AGREED THAT THE NEXT 
INPORMAL MEETING WOULD BE ON JUNE 26. HINTON 
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